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A Significant Labor Development 


meaner el the most significant state- 
ment issued from the late Labor- 
Management Conference was contained 
in the Separate Report of Labor 
Delegates on Committee II, on “Man- 
agement’s Right to Manage.” The state- 
ment was as follows: “It would be 
extremely unwise to build a fence 
around the rights and responsibilities of 
management on the one hand and the 
unions on the other. The experience of 
many years shows that with the growth 
of mutual understanding the responsi- 
bilities of one of the parties today may 
well become the joint responsibility of 
both parties tomorrow. We cannot 
have one sharply delimited area desig- 
nated as management prerogatives and 
another equally sharply defined area of 
union prerogatives without either side 
constantly attempting to invade,the for- 
bidden territory, thus creating much 
unnecessary strife.” 


If there are any employers who have 
been nurturing the belief that manage- 
ment’s rights are something sacred and 
inviolable, they have thus been apprised 
that labor regards those “rights” as just 
as much fair game in collective bargain- 
ing as any other concessions that man- 
agement may grant. 

If the Conference did nothing else, it 
provided a showdown on this issue, and 
in all justice to the labor delegates, they 


oe... be congratulated for their frank- 


ness, as well as for their sensible 
recognition of the fact that the rights 
popularly thought of as belonging to 
management have already been invaded 
by the unions. 

In part, of course, this trend toward 





invasion of management rights stems 
directly from war conditions, from 
wage stabilization, which turned union 
attention from direct wage increases to 
other points of attack. In part, too, it 
may be expected to subside to some ex- 
tent in times when wage increases are 
possible. It goes without saying that 
unions will always prefer the -direct 
wage increase to any other form of con- 
cession, since nothing else is so effective 
in selling the organization to the mem- 
bership. Whenever wage increases are 
not feasible, however—as in times of 
depression, when it is only too obvious 
that “ability to pay” is lacking—there 
will be a resurgence of the attack on 
management prerogatives. 


The problem with which management 
is presented by this tendency is prob- 
akly~- the «most ~serious-that- American 
business faces. And students of collec- 
tive bargaining have observed how 
“high water marks” in unions’ realiza- 
tion of their demands characteristically 
set precedents from one company to the 
next. When a single employer grants 
a concession, the same demand is 
promptly presented to his competitor; 
and when concessions are granted in one 
industry, they are quickly demanded of 
employers in other industries. 

All sorts of arguments, of course, can 
be offered in defense of the encroach- 
ment in any particular case. Almost 
anything can be defined as a “working 
condition” —the location of the plant, 
the processes used, etc.—and so there 
can be a kind of abstract logic to labor’s 
position. There is one practical matter, 

(Continued on page 4) 








TRENDS 
IN 
BUSINESS 


GENERAL OUTLOOK 

It is plain that an inflationary boom 
is-gathering-momentum and if there is 
not a considerable increase in the 
amount of goods available immediately 
after the first of the year, the pressures 
against prices may become irresistible. 

Wholesale prices increased during 
November to the highest level in 25 
years, both farm and manufactured 
products contributing to the rise. On 
December 11, the Dun & Bradstreet 
daily wholesale price index of 30 basic 
commodities, reached 182.26 (1930-32 
= 100), the highest point since it was 
established in 1932. The Dun & Brad- 


street daily wholesale food price index 











. reached a 25-year peak of $4.16 on 


November 27 and after declining 1 cent, 
returned to that level on December 11. 


PRODUCTION 

Production, although stymied in im- 
portant areas by labor disputes, does 
appear to be turning upward, after a 
long decline which began in February. 
Manufacturing activity in October was 
at the lowést rate Since July, 1941, but 
in November there was a slight rise, in 
both durable and non-durable goods. 


CONSTRUCTION 

Construction activity continued to 
move upward in November. Building 
permits in 214 cities (Dun & Bradstreet 
figures) were valued at $141,738,370, 
a figure almost four times as great as 
that recorded in the same month last 
year. Including New York City (where 
permit figures represent plans filed and 
not actual permits, and where a de- 
crease of 64 per cent from the Novem- 
ber, 1944, figure was recorded) the 
advance over last year was 69 per cent. 


DISTRIBUTION 
Retail volume for November is esti- 
mated at 12 per cent above the level of 
November, 1944, and it is quite prob- 
(Continued on page 2) 





Trends in Business 
(Continued) 
able that Christmas buying broke all 
records. Sellers of spring lines are re- 
ported flooded with orders. 


LABOR AND WAGES 

Increases in production from October 
to November were accompanied by a 
slight increase in employment, from 
51,500,000 in the week ending October 
13 to 51,900,000 in the week ending 
November 10. 

Salaries and wages continued to de- 
cline, but mustering out benefits and un- 
employment benefits were an offsetting 
factor, and total income payments in 
October and November were higher 
than in September. A trend toward 
wage increases all along the line has 
been evident in recent collective bar- 
gaining agreements, rises averaging 
somewhere in the neighborhood of 15 
or 20 per cent. 


SECURITY MARKETS 

Concern over strikes and disagree- 
ment in the Labor-Management Con- 
ference contributed to lower prices and 
trading volume on the New York 
Stock .Exchange in the third week in 
November, but in the month as a 
whole prices advanced appreciably 
and the volume of trading was more 
than twice that of last November. 
“Stock prices measured as multiples of 
their dividends,” the Cleveland Trust 
Company points out, “are higher than 
they have ever been except in the last 
few months of the great bull market of 
1929.” 

MONEY AND CREDIT 

November bank clearings in 24 cities 
totaled $47,361,474,000, 3 per cent less 
than in October, but 9 per cent more 
than in November, 1944. Business 
failures numbered only 60 in Novem- 
ber, as against last November’s 75. 
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WHAT MANAGERS ARE SAYING 








INDUSTRY'S SANDLOT ARMY 


In attempting to find solutions to problems 
management itself has raised by careless 
handling of supervisory relations during the 
war, we might well start with the dissolution 
of the local sandlot Army organization that 
we have created, wherein everyone is a gen- 
eral except the kid from across the tracks 
who is the lone private. 

I refer to the ever-increasing number of 
high-sounding titles at present being utilized 
even by small companies. The supervisory 
force and most of the skilled help have 
titles ranging from foreman up, while a 
handful of men, relatively, are classified as 
laborers and carloaders. 

By all means call a foreman a foreman. 
We gain nothing but headaches by giving 
him star-spangled titles, such as “‘superinten- 
dent,” “production coordinator,” and “pro- 
duction engineer,” and continuing to pay 
him $200 a month. We appear to be apolo- 
gizing for his status, when a foreman is 
actually, except in very large corporations, a 
department head with a status similar to 
that of other department heads. This is 
particularly true if we hold our foremen 
responsible for the efficient and profitable 
operation of their departments. 

To go further, label your machinist, first 
class, machinist, first class) We run into 
considerable difficulty, particularly where 
there are union agreements by giving highly 
specialized hourly workers supervisory titles, 
such as “leaderman,” “head mechanic,” 
“chief electrician,’ “head lift truck oper- 
ator.” If no supervisory responsibilities 
exist, leave the man in the bargaining unit 
where he belongs. Unions are not guided by 
a paper classification. They are guided, as 
management should be, by the amount of 
work performed by the so-called supervisors 
which is similar to that normally done by 
non-supervisory employees. 

The solution is to develop job descriptions 
clearly indicating the demarcation between 
the foreman, a management representative, 
and the hourly employee. If a man is an 
outstanding worker, the proper reward is a 
merit increase, not a new title—Labor Rela- 
tions Director, Manufacturing Company. 


INDUSTRIAL RELATIONS 


I believe that there is a growing tendency 
on the part of prospective investors to 
measure companies by their industrial rela- 
tions programs. 

is is, of course, in line with the concept 
that results are achieved only through peo- 
ple, and that companies which best under- 


stand this problem will be the ones that . 


will excel in the highly competitive postwar 
market.—Director of Industrial Relations, 
Manufacturing Company. 


INDUSTRY-WIDE BARGAINING 


In my opinion the labor situation confront- 
ing industry, and the general public as well, 





is extremely serious. I do not think any 


company, no matter how large, will be ahle ee 


to cope with this situation standing alone. 

At the present time organized labor is 
strong numerically, financially, and politi- 
cally. Its negotiators are experienced, clever, 
and well informed. Few individual organi- 
zations are possessed of the vast fund of 
information and wage statistics available to 
the union representatives. 

Moreover, the vast majority of companies 
are financially and competitively unable to 
undergo strikes, which are the consequence 
of resistance to union demands, no matter 
how revolutionary such demands may be. 

The advantage possessed by organized 
labor cannot be offset sucessfully until em- 
ployers, at least in the same industry, stand 
together and bargain collectively.—Indus- 
trial Relations Manager, Machine Manufac- 
turer. 


WAGE INCREASES 


The great question today is not whether 
or not there will be an increase in wages 
but whether or not there will be an increase 
in the price level. The first is a foregone 
conclusion; the second is problematical. 

If no price increase is possible, the only 
possible way to profitable operation is 
through increased productivity, and definite 
controls must be established to insure it. 
The mere fact that a labor organization 
promises more productivity is not the 
answer. 

Another important problem is that of the 
narrowing differential between the basic 
rates of the hourly man and those of the 
salaried man. The salaried group has be- 
come conscious of a loss of ground, and 
from now on we shall no doubt hear more 
on the subject. Management would do well 
to step in on this problem quickly.—Vice 
President, Manufacturing Company. 


FOREMEN 


To my mind, the advent of labor unions 
and labor legislation has been to a large 
extent responsible for the current reaction of 
foremen. Higher management has been 
forced to take over certain problems which 
were formerly the responsibility of the fore- 
man; and if this condition becomes perma- 
nent, it will create more disruption and dis- 
harmony than any of our current labor rela- 
tions problems. 

Correction of the condition is largely the 
responsibility of the personnel department. 
Information on laws and policies must be 
given to the foremen, and they must be 
taught what the company wants of them, so 
that they can again fulfill their responsibili- 
ties. A foreman cannot be by-passed in the 
handling of grievances. He must be backed 
up in his decisions, and made to feel again 
that he is part of management.—Director of 
Industrial Relations, Metal Company. 


SALESMEN 


If the present sellers’ market continues for 


Cominc AMA CONFERENCES very long, I am afraid that some of on @ 


new salesmen will be spoiled. In addition, 


Marketing Jan. 15-17 New York Hotel Pennsylvania the compensation problem will be compli- 
Personnel Feb. 13-15 Chicago Palmer House sare. As guage increases, = salesman 

will expect to find increases in his income, 
Insurance Mar. 11-12 New York Hotel New Yorker despite the fact that the increased shipments 
Packaging April 2-5 Atlantic City Auditorium are due to increasing production rather than 


to improved selling.—Director of Sales, 


Durable Goods Company. 
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The war witnessed a remarkable rise 
in the number of company pension 
plans. At the recent AMA Financial 
Management Conference it was dis- 
closed that the number of plans in- 
creased from 1,200 in 1941 to 6,000 in 
1945. This was, of course, partly due 
to the long-term trend toward greater 
security. But under the heavy excess 
profits tax levied on many companies 
the high initial costs were less burden- 
some. Also, since pensions are really a 
kind of deferred income, they could be 
used to provide future compensation, 
permissible under wage and _ salary 
stabilization provisions and yet not sub- 
ject to the personal income tax. 


COSTS 

“Pensions are more irrevocable than 
any ordinary kind of legislation,” is the 
apt warning of a prominent writer in 
the field. The costs of the plan merit 
the first and foremost consideration, 
and the more deeply they are studied, 
the greater the apparent difficulties of 
estimating them. 

The actuarial calculation of costs is 
a highly complex task, comprising esti- 
mates of such factors as the number of 
people covered, their life expectancy, 
their rate of turnover, their period of 
service and compensation, the scope of 
the benefits, the methods of financing 
the benefits, the future course of busi- 
ness in general and the rate of interest 
in particular. 

It should be borne in mind that the 
cost of a plan is greatly increased by 
the addition of benefits other than pen- 
sions. For example, it was pointed out 
at the AMA Financial Management Con- 
ference that full death benefits may 
increase costs from 60 to 100 per cent. 
Also, pension costs may increase for 
many years after the establishment of 
the plan, since the number of persons 
covered may increase steadily for some 
time before there is any offset through 
the deaths of retired pensioners. For 
this reason alone, plans should be re- 
valued from time to time. Otherwise a 
company may find itself suddenly faced 
vith the necessity of a big increase in 
contributions or a large reduction of 
benefits. 


FINANCING 
A pension plan financed out of cur- 
rent expenditure and as the need for 





Some Important Considerations in Pension Planning 


payments arises is apt to fail in a de- 
pression or in the face of high costs. 
Furthermore, pensions paid out of cur- 
rent funds are much more expensive at 
any time because of the absence of 
interest accumulation. It has been 
calculated that because the benefit of 
compound interest accumulation is de- 
nied, a pension may, in many instances, 
cost the contributors twice as much if 
financed through current expenditure as 
under proper funding. 

Under the current-expenditure meth- 
od of finance, the generation after the 
first pays the pensions of its predeces- 
sors and hopes for similar benefits from 
the following generation. In the mean- 
time, salaries are much less than they 
would have been if the plan had been 
properly funded. The better way to 
finance a pension plan is to build up a 
fund based on actuarial estimates, and 
to set aside a definite proportion of 
every employee’s income, such as the 
actuaries estimate will provide the pen- 
sions promised. 

The pension fund proper should be 
large enough to cover all pension obli- 
gations due. Thus, if the firm were 
obliged to close down, it should be able 
to continue current pension payments, 
as well as to return to current contribu- 
tors all payments, plus the compound 
interest. Such a fund should not be in- 
vested in the firm, but should be 
separately established with a bank or 
an insurance company. 

Unless such a fund actually exists, 
“an employee’s expectation of a pen- 
sion is an act of faith,” concluded 
Luther Conant, one of the pioneer 
writers on the subject, whose observa- 
tions are still applicable today. “This 
faith seems to be well justified—some- 
times,” he adds. 


CONTRIBUTORY VS. 
NON-CONTRIBUTORY 


A pension plan under which em- 
ployees share in the costs has some 
important advantages. It encourages 
thrift, and the participants are likely to 
appreciate the benefits more and feel 
less dependent on the employer. In 
addition, the employer’s costs will be 
less or benefits correspondingly greater. 
On the other hand, employees may no 
longer consider the pensions as deferred 
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pay and insist on higher compensation 
on that ground alone, or ask for more 
liberal benefits. They may want to 
have a share in the administration of 
the plan. Further difficulties arise in 
a contributory system if the rate of 
labor turnover is high. 


EMPLOYEE RELATIONS 


By experience it has often been found 
helpful to work out the plan with the 
employees in order to improve its pro- 
visions, make it more workable, and 
increase acceptance. In any case, the 
plan should be written up in simple 
language so that participants may find 
it easy to understand. Copies are some- 
times sent to the employees’ homes in 
order to get the wives interested as well. 
Dinners or conferences may be held 
periodically to answer questions and 
iron out difficulties. 


PROFIT SHARING 


There are said to be at present about 
2,000 plans in which contributions may 
be determined by the company’s volume 
of profits, with the idea that the pen- 
sions may be financed in accordance 
with the company’s capacity to pay. 
But such a plan may be geared to 
expectations which later prove to be un- 
founded. If company contributions are 
not forthcoming in lean years, the em- 
ployees in their disappointment may go 
so far as to request an investigation 
into the firm’s ability to pay. 


SOME OTHER CONSIDERATIONS 


Short-service employees and _ those 
likely to quit in the near future should 
generally not be included in the plan. 
Past service should usually be recog- 
nized for reasons of fairness alone, 
though it makes the plan much more 
expensive. Vesting rights, i.e., permis- 
sion to withdraw contributions plus 
compound interest on leaving the com- 
pany, should be granted; otherwise. it 
might be difficult to dismiss inefficient 
employees. Another point to consider 
is the fitting of the plan into the struc- 
ture of the Social Security and Revenue 
Acts. 

Finally, experts in the actuarial insur- 
ance, banking, and taxation fields 
should be consulted. But the final 
decision on the best possible plan can- 
not be made without some basic knowl- 
edge and independent thinking on the 
part of the responsible company offi- 
cials. 














ACTIVITIES of the AMA| 





New Method of Rating Prospect Lists 
Will Be Described to Marketing Men 


‘How to Conduct a Sales Meeting’ Also 
on Program for Conference Jan. 15-17 


A new method of evaluating the company’s customer and prospect lists will be 
presented at AMA’s Marketing Conference, to be held January 15, 16 and 17, at 


the Hotel Pennsylvania, New York City. 

The method makes use of a significant 
new service developed by the U. S. 
Bureau of the Census, whereby com- 
panies are enabled to match their 
customer and prospect lists against cen- 
sus schedules in order to determine how 
accurately those lists reflect the poten- 
tial market in a given field. Presenta- 
tion will be b} Dr. Philip M. Hauser, 
Assistant Director, Bureau of the Cen- 
sus, and J. T. Miller, Director of Re- 
search, Meredith Publishing Company. 

Another featured session will be a 
“conference within a conference,” at 
which a panel composed of district sales 
managers of the Socony-Vacuum Oil 
Company will present a demonstration 
of how a sales conference should be 
conducted. Among the subjects to be 
examined are: determination of objec- 
tive, physical arrangements, the role of 
the leader, the details of preparation, 
the actual conduct of the conference, the 
arrival at a decision, and methods of 
putting the decision into force. 


The complete program will include: 


Tuesday, January 15: THE SALES OR- 
GANIZATION STRUCTURE, A. A. Stam- 
baugh, Vice President, The Standard Oil 
Company of Ohio; ORG ANIZING THE 
SALES MANAGER'S FUNCTION, Frederick 
B. Heitkamp, Vice President, American Type 
Founders, Inc.; AN APPROACH TO SALES 
FORECASTING UNDER PRESENT CONDI- 
TIONS, Serge P. Morosoff, Director of Com- 
mercial Research, Pacific Mills; HOW TO 
ORGANIZE FOR MARKETING _ RE- 
SEARCH, Richard D. Crisp, Sales Analyst, 
S. C. Johnson & Son, Inc.; EVALUATING 
THE COMPANY’S CUSTOMER AND 
PROSPECT LISTS, Dr. Hauser and Mr. 
Miller. 

Wednesday, January 16: AN APPRAISAL 
OF DISTRIBUTION CHANNELS, Ralph S. 
Alexander, Professor of Marketing, School of 
Business, Columbia University; BUILDING 
AND CONTROLLING A _ NATIONAL 
DEALER ORGANIZATION, G. A. Rebens- 
burg, Manager, Commercial Research Divi- 
sion, Edison General Electric Appliance 
Company, Inc.; DOING EXPORT BUSI- 
NESS, Kenneth H. Campbell, Manager, 
Foreign Commerce Department, Chamber of 
Commerce of the United States; WHERE DO 
WE STAND IN SALESMAN SELECTION? 
Dr. John P. Foley, Jr., Associate Director, 
Industrial Division, The Psychological Cor- 
poration; VISUAL AIDS IN SALES TRAIN- 





ING, Floyde E. Brooker, Director, Visual Aids 
for War Training, U. S. Office of Education; 
WHAT DOES YOUTH THINK OF SELLING 
AS A CAREER? speaker to be announced; 
WHAT’S AHEAD FOR AMERICAN BUSI- 
NESS? Alfred Schindler, Undersecretary of 
Commerce (dinner session). 

Thursday, January 17: HOW TO RUN A 
SALES ONFERENCE, panel discussion; 
PURCHASING POWER AND INCOME IN 
TERMS OF MARKETS, E. B. George, Econo- 
mist and Associate Editor of Dun’s Review 
(luncheon session); BASIC CONCEPTS IN 
COMPENSATION OF SALESMEN AND 
FIELD EXECUTIVES, H. A. Roddick, 
Partner, McKinsey & Company; THE COM- 
PENSATION PLAN AS A MEANS OF IN- 
CREASING SALES COVERAGE, Don G. 
Mitchell, Vice President in Charge of Sales, 
Sylvania Electric Products, Inc.; and A CASE 
STORY IN COMPENSATION, William E. 
Jones, Vice President—Sales, The Scranton 
Lace Company. 


Mr. Stambaugh, AMA Vice President 
for the Marketing Division, is in charge 
of the program. 
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(Continued from page 1) 
however, that labor leaders appear to 
have overlooked, and the oversight con- 
victs them to some degree of irrespon- 
sibility. 

Collective bargaining has, to a large 
extent, placed wage rates among the 
inflexible costs, and employers have, to 
a large extent, accepted them as such. 
Among hundreds of letters received by 
the AMA in response to questionnaires 
dealing with cost control and cost reduc- 
tion, it is difficult to recall one which 
has suggested wage-cutting as the solu- 
tion. Greater productivity and elimina- 
tion of wastes in production and selling 
have been the points emphasized. 

If, however, unions take over these 
areas. all avenues to cost reduction are 
closed, and the margin for wage in- 
creases is considerably reduced. They 
can come, in that case, only through 
higher prices or through lower profits. 
Wage increases through higher prices, 
naturally, will eventually prove to be 
no wage increases. at all, and it is 
equally obvious that there is a distinct 
limit to those which can come out of 





Personnel Conference 
Designed to Interpret 


Latest Labor Trends 


Meeting to be held in Chicago 
February 13-15 

Labor relations trends, in both union 
demands and government action, will be 
examined at AMA’s Chicago Personnel 
Conference, with a view to providing 
guides which management can use in 
formulating its 1946 industrial relations 
policies. Sessions will be held at the 
Palmer House, February 13-15. 

Among the new factors to be scru- 
tinized is the “fact-finding” proposed by 
President Truman. Questions to be dis- 
cussed include: What does fact-finding 
mean? Will it mean profit-fixing in 
relation to wage-fixing? What, if any, 
labor legislation will be enacted? 

Other questions to be considered in- 
clude: What are the principal features 
of postwar labor contracts? How will 
management functions be retained? 
What counter-proposals is management 
making to labor? How should arbitra- 
tion clauses be worded? What are the 
best policies for non-unionized com- 
panies? 





profits. In fact, if the costs of the 
unionized plant are made so inflexible 
that it is impossible to reduce them at 
all, there may be no profits for the wage 
increases to come out of. The company 
may be unable to compete with the non- 
unionized plants which are not, after 
all, so few in number as is generally 
supposed—especially as the demand for 
increased authority is not accompanied 
by even an implied willingness to ac- 
cept responsibility in the eyes of the 
rank and file for the success or failure 
of the business. 


Lbunn & Loca. 


Price Change 

The price of AMA’s forthcoming 
Research Report No. 9, Manual -of 
Employment Interviewing, previously 
announced as $1.00 per copy (non, 
members, $1.50), has been changed oD 
$1.50 per copy (non-members, $2.25) to 
permit the inclusion of additional mate- 
rial and cover increased printing costs. 
The report is scheduled for publication 
in January. 





